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FUNDS. THESIS ADVISOR: RATTACHAI SRILACHAROEN, PHD. 77 pp. ISBN
974-14-3769-2.

This thesis investigates performance-flow relationship and risk-shifting behavior
of Thai fund managers. The study employs data from 99 Thai open-end funds that
classified as equity funds covering the period from January 2000 - December 2005.

First, | perform cross sectional regression between the fund performances and
future flows. 1 find positive relationship between net flow of money in and out of
managed funds and the funds’ recent relative past performance. Interestingly, fund
investors appear to react only to performance measured by total return, but are
insensitive to performance measured by risk-adjusted return, like Sharpe ratio. This
implies that risk is ignored by the investors. Furthermore, there is no evidence that
investors response more to good performance than to bad performance. This is
inconsistent with the evidence found in developed countries.

Second, using 2x2 Contingency Table to test for independence between mid-
year performance and risk-shifting behavior, 1 find evidence that funds classified as
mid-year losers tend to increase portfolio risk to a greater degree than do mid-year
winners. However, the results do not indicate that age and size of fund are related to the
risk-shifting behavior.
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